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Character 
Capital 
Capacity 
Conditions 
Collateral • Is the request backed up by adequate collateral security? 
• How liquid is this collateral? 
What about economic, financial and market conditions? 
How much wealth does the borrower have? 
• How consistent/regular is the cash flow of the borrower? 
• What about employment and Job Security? 
• What other engagements is the borrower currently 
having? Etc. 
Of what reputation is the applicant/borrower? 
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Screening 
 
Isolate bad credit files 
from good ones so that 
loans are profitable 
Evaluate likely future success of the business, 
e.g. future plans, purpose of the loan, 
industry analysis, visit to company, etc. 
Use personal judgement, e.g. talking to 
references supplied, etc. 
Collect reliable information,   e.g. salary, 
bank accounts, outstanding loans, etc.   
Assess the value of collateral 
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Monitoring and Use of 
Restrictive Covenants 
 
 
 
Enforce restrictive covenants if borrowers are 
not complying. 
Follow up regularly to see if borrowers are 
complying with restrictive covenants 
 
Write restrictive covenants in loan contracts. 
Note that this is to minimize the effect of 
moral hazard 
Build a long-term sustainable customer 
relationship 
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BANKS Rate of Implementation of   
  Credit risk Management Principles 
UBC 42% 
CBC 42% 
EBC 74% 
SCBC 79% 
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  Banks 
Rate of Employment of 
Techniques 
1 UBC 67% 
2 CBC 67% 
3 EBC 67% 
4 SCBC 100% 

,  	 
  	
	    !
∀∀ 1 		  
 	  ∗
 ∗
  
∗
  ∗
    	 Γ% % 
∋9%+ΧΑ 

 	 7 	
 	 ϑ   ΛD8  	 	
1

ϑ 448	
	∀ .
  ϑ 	 
 
  
	∀ ,



		
							2∀

2∃!	
≅	
 
0%
10%
20%
30%
40%
50%
60%
70%
80%
90%
100%
1
UBC
CBC
ECOBANK
Standard Chartered

.
 ϑ2				

∗
	
∀0	1
%∀

∗∋	 !∋Χ	Β	!!
		 		D		 
 


MBA Financial Studies: 2006 - 2007 
Marcus Achu Junior Chi  Page 84 of 109 
∗0∋0∃ Α≅	
 
 D		∋Β  	  Χ 	 	      	! 

Λ

? >∋∋?Χ

? 	>∋∋		∋∋	?
0	
Β!Α
 
∗0∋0∃0∃ 4
 
 	 		        !  
	
		 
∗∋		! Β	
∋ 	 	 	 ∋		 

			∋	 	
	Β Χ 	      	 
 	∋	 
∋∋
		
				 		
			
	>(	Χ&&;Λ 
&&=?   	∋ Χ 	 	   	 
	 

	∋ !Χ  
 	  Β 	
	∋
		

			!D	Β!Χ			
	   D	 	 	   	  	  		 	  	  
	 	 	 
    Χ   	 
	 	   Χ Χ 	 /	  	 ∋  
		 Χ   	  	   Β 	 

	∋
!∋! DΒ	

/ 	  Χ 	 	 
ΒΦ
	 
 	 	  	  	   ∋	  	  Β 	


		DΒ				
∋	!	 !Β 
!	
	
!			>Γ3!Χ&&7?

MBA Financial Studies: 2006 - 2007 
Marcus Achu Junior Chi  Page 85 of 109 
.	 		 ∋ 	   	    0Χ 	 	

Β	

		0 	!Β
Β	ΒΧ	0	∋!Β 
	
  ΒΧ  ∋   ! 	  ≅	Χ 	Β
! ∋  

  	 	 ∋	   
	
		 	  
 / ≅	 Χ 	  
∋Ο			> Β&&;?∗∋
				0	 Β	 	ΒΧ
	   	   ∋∋   	 0 ! 	Β ≅

	 		 >ΒΧ&&;?3!∋Χ 
	 		Β						 		
0Χ
		 ∋∋	≅		

! 		ΒΒ		Χ
 	 DΒ	
 	 	

/	
	Χ			
 
Β  

	∋ !  	  	   	 



/	Χ	Β
 
Β∋	Χ	∋!
ΒΧ	ΚΧ	
ΒΧ
∋						
		

 
∋	∋
 	 	    ∋ 	   	 		 >?  	
	  	   	 !  >? /	  !	Β  	 		
0DΒ ∋  		  	 
∋ 	 	
D		 		 

 %% ! 	Β 		 	 	
 ∋∋  	 


	Β	 






MBA Financial Studies: 2006 - 2007 
Marcus Achu Junior Chi  Page 86 of 109 
2∃∃4+		#4
	
 
 
4











.
    	   
	 	   	   
	 	  Γ% % ∋9%+ΧΑ  1  %
		∀

∗0∋0∃0  
 
 ∃ ∋ 		 		  	   ∋∋  	 	Β   

			/((Χ−(0(,.)Χ
	 +	
  >+?  ≅
	 	  
  	 !	
!	+∋	
	Β
		 
Β	   !     	 !Β 
Β	 ! 	
  Β Β  DΒ 
   	
	
 !	 ! .	 		 +  	     
	∋!	Β∋
	

/	(	 Χ	(	(	
		>((?!		

	Β  	 	   ∋	 ! 	  
  
		 Β  		  	 ! 	
	
ΒΦ
Β
				
UBC 
CBC 
ECOBANK 
Standard 
Chartered 
- Assessing the value of collaterals 
- Use of personal judgements in the case of 
personal loans 
- Carrying out due diligence in the case of 
business loans 
Collection of reliable information 
- E.g. Salaries, bank accounts, 
insurance, etc for personal loans 
- Income statements, assets and 
liabilities and an evaluation of future 
business prospects, for business loans 
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UBC 
CBC 
ECOBANK 
Standard 
Chartered 
- Use of Account Relationship 
Managers to monitor activities of 
borrowers once a loan is granted in the 
case of UBC, CBC and ECOBANK 
- Credit Control Department has 
responsibility of monitoring once the 
loan is granted in the case of Standard 
Chartered Bank 
Writing provisions (restrictive covenants) in 
loan contracts that restrict borrowers from 
engaging in risky activities after loan is granted 
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UBC 42% 67% Greater than 20% 
CBC 42% 67% Greater than 20% 
EBC 74% 67% Less than 20% 
SCBC 79% 100% Less than 15 % 
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